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Abstract 
The present paper will present the migratory trend of the eight development regions of Romania and its effect on the human 
capital endowment. The strong inter-regional migration generates huge development gaps, disfavors the lower developed regions 
in attracting foreign investments and forces the public authorities to make additional efforts in order to insure the social 
protection. We will determine these correlations, suggesting some public policy measures useful to reestablish the equilibrium. 
The importance of such measures is higher in the context in which, in future, Romania will have to obey the European 
Agreement of Fiscal Union and to reduce the exceeding budgetary expenditures.  
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1. Introduction 
The economic growth is interrupted at relative regular time intervals by the adjustment periods. This also is 
currently happening.  Romanian economy, like the global economy, is passing through a difficult period, 
characterized by a slow growth or even a negative economic growth (the situation of 2009 and 2010) and the 
emergence of some occasional imbalances, such as unemployment, decrease in the available income, increased 
taxation, bankruptcy of the marginal enterprises and increase in the migratory flows. In this paper we will debate the 
latter phenomenon, not in all its magnitude but only the internal migration component. In order to do this:  
- we will analyze the flows of the internal migration during the crisis and we calculate the probability of the 
unemployed workers to find a job in a more developed region, using the Harris-Todaro model; 
- we will analyze the correlations between internal migration and the evolution of GDP, migration and foreign 
investments, migration and social spending for the years of crisis; 
- we will extract some conclusions on which the projection of some public policy measures could be based, in 
order to combat the causes of internal migration and to prevent widening the development gap. 
2. Literature review 
An approach preferred by the economists is that of the poles of development and of the location of production. 
The one who definitely brought the spatial issue into the major concerns of the economists was Paul Krugman who 
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manages to create the foundations of a new branch of economics, called by him the New Economic Geography. In 
fact, for these major contributions, he received the Nobel Prize in 2008. Krugman's favorite theme is about the 
concentrations resulted from the interaction betw
of the scale economies and the differences in the price of the inputs. These concentrations will produce the effect of 
magnet, attracting ever more people, investments and infrastructure. The result consists in scale economies even 
larger and the emergence of some big differences from other regions. 
Introducing the issue of migration, we enter into an adjacent concern, from the same area of economic growth, 
which analyses the influence of the demographic movements on the stock of human capital and the influence on the 
output. Migration plays an important role in the transition economies (Fassman and Munz, 1994; Ghatak et al., 
1996; Levine, 1999;  Williamson, 2006; Liang, Z and White, MJ, 1997). There is, therefore, a great need to explain 
this phenomenon and its impact on different variables, especially on those that characterize the human capital. There 
are various researches regarding this aria (Faggian, A and McCann, P, 2009; Mesnard, A, 2004; Schumann, 2004; 
Perrons 2009; Williams, Allan M; ; Wallace, Claire, 2004) which succeed to identify  some negative 
aspects, which may affect the wellbeing, on long term. In these analyses, a special place is occupied by the skilled 
labor migration, which produces a series of major changes on the home market. Firstly, the skilled workers are 
major contributors to local budgets so, if they leave, the tax burden increases for those left behind. Secondly, in the 
production process from a region, the skilled and unskilled labor force complement each other, achieving an 
optimization of the workforce structure; if the unskilled labor is abundant and the skilled one is quantitatively 
reduced, situation specific to the poor regions, the emigration of the skilled workers will have a strong negative 
impact on productivity and on the wages of the low-skilled workers, generating, thus, an increase in local and 
regional inequalities. Thirdly, the decrease in the stock of human capital through migration to more developed 
regions adversely affects the prospects for regional growth since human capital accumulation is seen as an engine of 
economic development. Fourthly, as demonstrated recently in various contexts, the skilled workforce is essential in 
attracting FDI and promoting research and development spending (Fujita et al., 1999). Searching for competitive 
advantages, the multinational companies identify and migrate to those places that have some specific features, 
among which it can be included a cheap and well prepared labor force (Spagat, 1995; Miyamoto, Koji 2008). It is 
the case of the North West region and the Bucharest Ilfov area. The companies established here could benefit from 
better trained workers, so for the company-specific expertise was required only minimum allocations. In contrast, 
the regions with poorly prepared labor force are unattractive, generally being avoided although they have the 
advantage of the low-cost. Therefore, the human capital mobility contributes to the concentration of the economic 
activities in the places of destination, thus disfavoring the areas of origin. The disadvantages also occur due to the 
effect on some social variables, such as trust, which consistently affects the economic dimensions such as the 
propensity to the savings and investments, the labor productivity etc. (Schumann, 2004; Glaeser  and Redlick, 2009; 
Dasgupta, Partha 2005). 
3. Statistical and econometrical analysis: internal migration flows between the Romanian development 
regions 
Romania's territorial organization is made on eight development regions, according to the principle of 
geographical proximity. From all these, Bucharest-Ilfov region clearly detaches from the development level point of 
view. Therefore, it can be considered a growth pole. For inter-regional flow analysis, we will consider the data from 
the National Institute of Statistics. To make the calculations required by the adopted model, we will consider that the 
destination of the inter-regional migration flows is the Bucharest-Ilfov region, eliminating other possible flows. We 
also believe that all the movements have an economic determination, thus neglecting other type of decisions. For 
methodological reasons, there are mentioned only official flows, which make us eliminate some important and 
unmentioned flows, which would amplify the results. 
The hypothesis to be tested is that the widening of the development gap through different rates of GDP evolution 
will lead to a continuous decrease of the human capital stock, generating a vicious circle of underdevelopment: the 
decrease in the incomes determines an increase of migration, influencing the human capital stock. Its deterioration 
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will lead to a decrease in the investments and to a rising unemployment, poverty and social assistance budgetary 
effort.   
A comparative analysis of the migration flows, by regions and on the three years of economic crisis, highlights 
large discrepancies between the eight considered areas (figure 1). The preferred destination was Bucharest-Ilfov 
region which enjoys a much higher level of development than any other area of Romania, where the GDP per capita 
(over 15,000 euros) is closest to the European average. The other two regions with positive net migration balance 
are the North-West region and the Western one, located at the western border of Romania, very close to major hubs 
of communication and to a good quality transport infrastructure. At the opposite pole is the North-East area, which 
includes the least developed counties and also the EU poverty pole in 2009 (Vaslui county). With negative migration 
balance there are also the S-W and S-E regions. The other two regions, Centre and South, have an oscillating 
evolution in terms of migration.  
 
 
Figure 1. Migration balances by development regions in 2008-2010 
Source: own interpretation of the NIS data 
 
To ensure that the launched a priori assumptions are related to the empirical data, there were examined the 
correlations between the variables taken into account, respectively migration balance, the incomes level (wages), the 
evolution of GDP, of foreign investments and of social spending. Thus, in most of the cases there were identified 
strong and significant correlations. The correlation between GDP and salaries obtained a strong coefficient (between 
0.909 and 0.951). Therefore, the widening development gap can be measured by the differences in the average 
salary, between regions. The correlation migration-foreign investment is also strong and significant, with values 
between 0.724 and 0.816. Again, the correlation had positive results in the case of the volume of foreign investments 
- level of unemployment, the Pearson coefficient value being around -0.7. Moreover, strong correlations were found 
between the increase of emigration, unemployment and social spending. 
Since there are no large deviations from the expected values in determining the interdependencies between 
variables, we introduced the data provided by National Institute of Statistics in the Haris-Todaro model. 
According to the model notations, we have: 
 Mt   = f(Wu-Wr)                           (1) 
 Wu* = pWu   (2) 
  p     = Eu/(Eu+Uu)  (3) 
 Mt   = h(pWu-Wr)  (4) 
Symbols: R1 undeveloped region (NE region), R2  Ilfov), Mt = the 
number of R1l to R2 migrants at time t; Wu = the R2 wage rate; Wr= R1 wage rate;  Wu* = expected R2 wage rate; 
p= probability of finding a job in R2 area; Eu = employment level in R2 area; Uu = unemployment level in R2 area; h 
=response rate of potential R1migrants to R2-R1 wage differential. 
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The final equation of the model, equation 4, says that as long as Wu* exceeds Wr,  R1-R2 migration will 
continue. That is to say that any increase in the demand for labor or anything else that raises wages in the developed 
region is likely to induce more migration into the developed region and thereby worsen developed region 
unemployment.Our goal was to calculate h as a dependent variable on the current flow of emigrants, given by the 
level of employment and of the wages in the development regions. 
 
Table 1. -Ilfov/R1 wage differential 
Region/indicator h 2008 h 2009 h 2010 h average 
North-West 43,87 43,60 48,31 45,262593 
Center 44,48 46,69 50,22 47,128426 
North-East 73,92 76,76 78,30 76,328979 
South-East 60,06 62,34 60,89 61,099189 
South 73,36 78,14 80,17 77,226574 
South-West 63,39 64,74 62,36 63,497857 
West 43,95 43,98 48,61 45,510508 
Source: own calculations 
 
According to the results obtained, the Bucharest-Ilfov region will still attract, under caeteris paribus conditions, 
important migration flows from all the other development regions. However, as expected, the less developed areas, 
namely North-East, South and South-West, to which is added, with a great potential, the South-East area, will 
continue to provide strong emigration flows, with approximately 50% higher than in other developed regions. The 
immediate consequences can be seen in the decline of the investments volume, in the increase of the GDP gap and 
also in the social spending. 
1. Decreasing the foreign investments and widening the GDP gap. Foreign investments are in constant search 
of locations with cheaper and well prepared labor force. Therefore, the lower the wages from the N-E regions, South 
and South-West could be a major competitive advantage. But, unfortunately, the increased mobility of labor force, 
the opportunities from the developed areas and other exogenous conditions make the fast depreciation of human 
capital stock to cancel this advantage. The investments are also attracted towards the developed areas, even if the 
labor costs are much higher, sometimes double or triple. In 2010 the Bucharest-Ilfov area has attracted foreign 
investments of 163680 million lei, while the N-E region has attracted only 6220 million lei. The reasons can be 
identified in the lack of public investments in infrastructure, bureaucratic difficulties in attracting the EU funds and 
the lack of a long term development vision and strategy that places the emphasis on attracting the investments. 
2. Increasing budgetary effort. Normally, we might assume that migration will lead to a diminishing of the 
social protection spending. The reality shows that the effect is reversed. For example, for the NE region, although 
the balance of emigration between 2009 and 2010 increased from 4628 to 5714, the spending with the unemployed 
persons also rose from 404,42 million to 534,88 million lei. The same happened in the SE region, where the net 
emigration has increased from 2067 to 3354 and the spending with the unemployed people from 281.86 to 441.62 
million lei. This atypical correlation can be explained by the decrease of the investments and by the unemployment 
and, then, the emigration in search of a job.  
Table 2. The evolution of social spending in the development regions (mil. Lei) 
Year N-W CENTER N-E S-E SOUTH Buc-Ilf S-W WEST 
2008 160,45 268,62 215,96 124,82 195,36 118,13 163,93 138,95 
2009 333,77 449,84 404,42 281,86 422,86 197,4 334,47 297,9 
2010 466,71 527,99 534,88 441,62 619,63 326,72 448,62 410,86 
Source: own interpretation of the NIS data 
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4. Conclusions and recommendations  
The crisis of 2008 - 2010 has seriously affected the Romanian economy, producing a series of effects on human 
capital stock. In addition to the external migration, an important role in the economic growth is played by the 
internal migration. As we saw from our analysis, the inter-regional flows are important and tend to increase, in a 
bidirectional determination with widening the disparities of GDP, of the evolution of foreign investments  
and, overall, of a deterioration of the living standard. 
The analysis of migration flows has shown that there is only one net winner, respectively the Bucharest-Ilfov 
region, which tends to concentrate, at a high speed, the human capital. There are three regions that maintain a 
positive balance of the stock of human capital, respectively N-W, West and Centre.  As it resulted from the 
presented data, they are, at the same time, destinations for foreign investments and enjoy a higher rate of GDP 
growth. There are four regions (NE, SE, SW and South) that loose human capital. 
This divergent evolution is a serious problem for both sustainable growth and social compensation effort that the 
state is forced to do it, by increasing the budgetary allocations for the disadvantaged areas. 
The logical question is what could be the solutions that could solve the problem. They are related to public 
policies and could be focused on: 
-Development of transport infrastructure in underdeveloped areas. Considering that in the production cost the 
transport cost has an important part, improving the road and rail structure could enhance the attractiveness for the 
investors. 
-Offering some tax incentives for investments in the disadvantaged areas (reducing corporation tax and income 
reinvested, exemption from certain taxes, providing incentives and subsidies for hiring the unemployed persons etc.) 
-Developing public-investment projects, by attracting the European funds for the territorial systematization, 
training the labor force, rehabilitation of the infrastructure etc. Romania can access grants through a series of 
programs such as the Regional Operational Program, sectorial operational programs, the National Rural 
Development Program etc.  
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